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New order bookings 

Net billings to customers 

Unfilled order backlog 

Income before taxes 

Income taxes 

Net income after taxes 

Earnings per share 

Dividends per share on common stock 
Earned surplus 


Net working capital 


1967 


$46,910,939 
40,097,607 
30,110,679 
2,322,497 
T2i2,201 
1,110,296 
1:39 
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1966 
$40,127,596 
30,923,127 
23,297,347 
1,593,226 
702,761 
890,465 
1.11 

60 
9,905,034 
11,046,700 


Annual Report of the Directors t 


Montreal Locomotive Works, Limited and its subsid- 
iaries enjoyed an excellent year in 1967. New-order 
bookings, net billings, unfilled order backlog and net 
income all were at the highest levels of recent years. 
Our diversification program is achieving notable results. 


Net income during 1967 rose to $1,110,296, a 25 per 
cent increase over the $890,465 earned in 1966. Net 
income per share was $1.39, compared to $1.11 during 
1966. Net billings were $40,097,607, compared to 
$30,923,127 during 1966. 


New-order bookings increased 17 per cent in 1967 
to $47 million, compared to $40 million in 1966. We 
entered 1968 with avery substantial unfilled order back- 
log of $30 million, up from $23 million a year earlier. 


This year for the first time we are reporting new-order 
bookings and unfilled order backlog as well as net 
billings (formerly referred to as sales). Because many 


DIVERSIFICATION OF SALES 


© Transportation Products 


Millions B® Renewal Parts 


of $ Other Products 


1963 1964 1965 1966... 1967 


o the Sharehold 


of the products we now produce are sold with extended 
delivery dates, this additional information will be help- 
ful to our shareholders in assessing our performance 
and future prospects. We also have added to our annual 
report a five-year review which is on page 13. 


The most significant achievement in 1967 was our 
continued success in diversifying the products and mar- 
kets we serve. As the chart below indicates, products 
sold to other industries than transportation form the 
most rapidly growing segment of our business. This 
represented only about five per cent of sales in 1963, 
when we embarked upon a long-range plan to diversify 
the business in order to make it less dependent on the 
cyclical fluctuations of our traditional markets. Each 
year since 1963 sales of these other products have in- 
creased, until today they represent over 45 per cent of 
the total. When the very stable renewal parts business 
is added, nearly 60 per cent of our 1967 volume was 
for products other than capital equipment for railroads. 


EARNINGS PER SHARE 


Note: 


Shares Outstanding 1963, 1964 700,000 


$ 1965, 1966, 1967 800,000 


1.255 


1963 «1964. s«d1965~—=<“(‘éaG:C*~«‘«T 


Due to the broadening of our product line and 
markets, and our acquisition in 1966 of Worthington 
(Canada) Ltd., the board of directors now feels it is 
important to change the name of the company in order 
to reflect more accurately the scope of our diversified 
business. Accordingly, a proposal will be presented at 
the special general meeting to change the company’s 
name to MLW-Worthington Limited and, in the French 
form, MLW-Worthington Limitée. The new name will con- 
tinue to benefit from the well known MLW trade name 
while at the same time reflecting our close ties with 
Worthington, a highly respected name in the industrial 
markets of the world. 


MLW for many years has enjoyed a close association 
with Alco Products, Incorporated, a pioneer United 
States railroad products manufacturer. When Alco was 
purchased by Worthington Corporation on December 
31, 1964, Worthington acquired the minority interest 
that Alco held in MLW. Worthington, now a subsidiary 
of Studebaker-Worthington, Inc., has steadily increased 
its interest in MLW through the purchase of 100,000 
shares of treasury stock and subsequent purchases 
in the open market. Late in 1967 Worthington achieved 
a majority position in MLW with a total of 52 per cent 
of the outstanding shares. Worthington has plants in 
14 nations, and a worldwide sales and service organiza- 
tion. For many years it has been Worthington’s policy 
to operate its units outside the United States with local 
direction and management. 


Our diversification program has been materially 
helped by the acquisition of Worthington (Canada) Ltd. 
and, over the past three years, the availability of Wor- 
thington-designed products for manufacture in Canada. 
New-order bookings, billings and net income of Wor- 
thington (Canada) Ltd. reached an all-time high in 1967. 


Early in 1968, on the night of January 9, we suffered 
a fire at our Montreal plant. The fire, which occurred in 
sub-zero weather, was confined to one end of the most 
remote building on the property. The area affected 
was used primarily for raw material and component 
storage, and no production equipment of consequence 
was damaged. No substantial delays in production will 
result. The loss was adequately covered by insurance. 


As we entered 1968 MLW showed a modest increase 
in short-term loans caused largely by the inventories 
required to support higher production. Net assets have 
increased each year since 1963, and book value per 
share rose to $19.17 at the close of 1967,-as compared 
to $18.38 a year earlier. 


The board of directors wishes to thank employees for 
their energetic support and cooperation, and to express 
its appreciation to shareholders, customers and sup- 
pliers for their continued confidence in the Company. 


Respectfully submitted on behalf of the board of 
directors. 


William G. Miller, 
Chairman. 


Henry Valle, 
President. 


March 26, 1968. 
Montreal, Canada. 


A Review of the Year 


As a logical step in MLW’s diversification program 
the marketing organization was revamped during 1967 
to conform more precisely to our product groups and 
the markets they serve. Montreal operations now are 
organized into four product divisions: transportation, 
thermal, industrial, and pulp and paper. The transpor- 
tation division is responsible for locomotives, diesel 
engines and other equipment sold worldwide to cus- 
tomers inthe transportation and power generating fields. 
The thermal, industrial, and pulp and paper divisions 
share responsibility for all other products. Each divi- 
sion is headed by a manager responsible for product 
development, marketing and profitability. The product 
managers are under the direction of Robert L. Grassby, 
Vice-President and General Manager, Montreal Plant. 
In addition, a subsidiary, Worthington (Canada) Ltd., is 
operated as a separate profit center under the direction 
of Hugh D. Allan, President and General Manager. 
Sales of industrial equipment products have been in- 
creased substantially by the nationwide sales organiza- 
tion of Worthington (Canada) Ltd. Another subsidiary 
operated as a separate profit center is W. K. Davidson 
and Company Limited, under Keith D. Landell, President. 


One of the five Turbotrains as it 
leaves MLW’s Montreal Plant. 
These trains are being built for 
United Aircraft of Canada Ltd. for 
CNR operation between Montreal 
and Toronto. 


Transportation Division 

Progress was made in improving our domestic and 
overseas positions in the railroad market during 1967. 
The first of five seven-car turbo trains was completed 
and shipped to United Aircraft of Canada, which design- 
ed the trains for the Canadian National Railways. This 
train, a pioneering effort involving the development of 
entirely new production techniques in our shops, now 
is undergoing tests. A second train was shipped in 
February, and we anticipate completion of the order 
by mid-year. 

An outstanding MLW product development of recent 
years has been an increase in unit-horsepower of diesel- 
electric locomotives. During 1967 we shipped our first 
3,000-horsepower locomotives, the most powerful we 
have ever built. This is a major forward step in the 
development of more economical, higher horsepower 
locomotives and we have sold these new units to both 
the CNR and the CPR. Thirty-two 1,200-horsepower loco- 
motives financed by Canadian External Aid also were 
shipped, to Indian Railways. Prospects for overseas sales 
of locomotives appear particularly promising for 1968. 


A notable research and development achievement 
was the introduction of a new three-axle high-adhesion 
truck, developed jointly with Dominion Foundries & 
Steel, Limited, which has been a major factor in recent 
sales to Canadian railroads. These trucks employ an 
advanced concept using a combination coil spring and 
rubber suspension rather than the conventional all 
steel-swivel design. High-adhesion trucks permit the 
wheels to exert more tractive effort on the rails and 
result in better performance from the new high-horse- 
power units. We believe we lead with the finest high- 
adhesion truck design for diesel-electric locomotives 


available today. 


Thermal Division 


The most notable achievements of our diversification 
at the Montreal Plant have been in the thermal products 
area where sales in 1967 were 215 per cent above those 
of 1963. We design and build highly specialized con- 
densers and high-pressure, high-temperature heat ex- 
changers sold primarily to the fossil- and nuclear-fueled 
electric utilities, and to petrochemical and chemical 
process plants. These are some of the fastest growing 
markets in the world, and our export business is sig- 
nificant. During 1967 we installed our first Canadian 
made Worthington steam surface condensers in the 
expanded thermal power plant of Hydro-Quebec at 
Tracy, Que. Late in 1967 we received a major order 
for heat exchangers for the heavy water plant being 
built by The Lummus Company Canada Ltd. at Port 
Hawkesbury, N.S., for the Canadian General Electric 
Co. Ltd. This is believed to be the largest single order 
for heat exchangers ever placed in the world. 


MLW-Worthington high pressure feedwater heaters awaiting 
shipment to Australia and India. 
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Industrial Division 


Products of this division are sold primarily to the steel 
industry and to other manufacturers who utilize our 
heavy metal fabrication and advanced welding tech- 
niques. The steel industry did not make large capital 
investments in 1967 and prospects do not appear sig- 
nificantly better for 1968. An objective for 1968 is to 
increase our specialized fabrication work for a variety 
of heavy industries. 


A 50 ton stator frame weldment which will be 
part of a 250 megawatt large steam turbine 
generator for an important U.S. Electric Utility. 
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Pulp and Paper Division 


Products in this division are manufactured under 
license from J.M. Voith G.m.b.H. of West Germany. 
While deliveries of pulp and paper equipment were 
maintained at substantially the same level as in 1966, 
the growth of this division is difficult to forecast at this 
time because of the present curtailment of capital ex- 
penditures due to overcapacity in the paper industry. 


Worthington (Canada) Ltd. 


This wholly-owned subsidiary manufactures and sells 
pumps, compressors, control valves and ancillary equip- 
ment used in processing and transmission of liquids 
and gases. Its customers include the growth industries 
and its broad range of products places it in a strong 
position to participate in the continuing expansion of 
the Canadian economy. The developing export market 
also provides an important outlet for its products. 


W. K. Davidson and Company Limited 


This Company operates as a sales agency and does 
not engage in manufacturing. It represents a number of 
leading U.S. and overseas suppliers with regard to prod- 
ucts for the railways and general industry. 


Employee Relations 


The wages and salaries of our employees were in- 
creased during 1967 in accordance with the terms of 
union contracts. Relations with our unions have been 
generally amicable. Our present two-year union con- 
tract at the Brantford plant expired on March 4, 1968 
and has been renewed for a further two years. The 
three-year contract at Montreal expires on October 25, 
1968. 


Research and Development 


Recognizing the need for new products and the ever 
decreasing life of present product lines brought about 
by technological advances, we are expanding our re- 
search and development capabilities, both to adapt 
Worthington products and to develop our own products 
specifically for the Canadian and export markets we 
serve. 


Government of Canada financial assistance, through 
the Department of Industry and the National Research 
Council has enabled us to increase substantially our 
research and development activity at both the Montreal 
and Brantford plants. Results are being achieved in 
the areas of new products, improvements in existing 
products and in manufacturing techniques. 


Market research activities have been expanded as 
an adjunct to our diversification program. We are par- 
ticularly interested in the market potential and profit- 
ability of new products as well as products which can 
be made available to us by Worthington Corporation 
for manufacture and sale in Canada. 


This new Canadian designed 14” FR pump recently de- 
veloped by Worthington (Canada) Ltd. for the pulp and 
paper industry is manufactured at the Brantford plant. 


A 3000 h.p. diesel-electric locomotive chassis 
is carefully lowered onto the new hi-adhesion 
6-wheeled truck that MLW recently developed 
jointly with Dominion Foundries & Steel, 
Limited. 


Test erection in MLW shop 
of one of twelve 90,000 sq. 
ft. MLW-Worthington surface 
condensers being supplied 
to the Hydro Electric Power 
Commission of Ontario’s 
Pickering Nuclear Generat- 
ing Station. 


Montreal Locomotive Works, Limited and its subsidiary companies 


Consolidated Statement of Income 


for the year ended December 31, 1967 with 1966 figures for comparison 


Net billings to customers 
Cost of goods sold, administrative, selling and general expenses 
Income from operations 


Income from investments 


Provision for income taxes 


Net income for the year 


Note: Included in the charges against income from operations are: 
Depreciation 


Remuneration of directors and senior officers 
(of which $108,280 for 1967 and $85,533 for 1966 
was paid to directors including salaries as officers). 


Consolidated Statement of Earned Surplus 
for the year ended December 31, 1967 with 1966 figures for comparison 


Balance at beginning of year 
Add: Net income for the year 


Excess of book value of subsidiary company over cost of shares acquired 


Deduct: Dividends on common stock ($.60 per share) 


Balance at end of year 


1967 


$40,097,607 
oP Ue dey nelne! 
2,322,497 


een Aoy 
1,212,201 


$ 1,110)/296 


567,182 


186,342 


1967 


$ 9,905,034 
Le TO;296 
11j,015);330 
480,000 


$10,535,330 


1966 


$30,923,127 
29,352,284 


1,570,843 
22,009 


1,593,226 
702,761 


$ 890,465 


>. '616,982 


158,033 


1966 


$ 9,467,031 
890,465 
2/030 
10,385,034 
480,000 


$ 9,905,034 


Montreal Locomotive Works, Limited and its subsidiary companies 


Consolidated Balance Sheet as at December 31, 1967 with 1966 figures for comparison 


Assets 


December 31, December 31, 
1967 1966 
Current Assets: 
Cash $ 709,678 $ 417,481 
Accounts and notes receivable less allowance for doubtful accounts 8,139,768 5,830,057 
Inventories at lower of cost or net realizable value (Note 1) 14,580,118 13,636,828 
Total Current Assets $23,429,564 $19,884,366 
Fixed Assets, on basis of cost: 
Land $ 61,780 
Buildings, machinery and equipment 13,415,290 $13,477,070 $13,116,606 
Less: Accumulated depreciation 9,592,142 9,073,457 
$ 3,884,928 $ 4,043,149 
Prepaid Expenses and Deferred Charges, 
at cost less amounts charged to income $ © 465,5/0 $527,885 
$27,780,062 $24,454,900 


Notes: 


(1) Inventories are generally valued at the lower of cost or net realiz- 
able value. However, work in process on a long-term contract and 
on completed contract work amounting to $1,466,060 has been 
valued at estimated sales value and included in net billings to 
customers. These circumstances did not exist in the previous year 
and accordingly this does not represent a change in the application 
of accounting principles. Advances received on such contracts 
have been deducted from the inventories. 


(2) The companies claim or have claimed for income tax purposes 
amounts for depreciation and past service pension costs in excess 
of the amounts charged to operations. This has resulted in provi- 
sions for income taxes in excess of the taxes otherwise payable. 
These provisions, including $82,095 applicable in 1967, are in- 

10 cluded in “Deferred Taxes on Income” and are applicable to those 
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abilities and Shareholders’ Ownership 


rrent Liabilities: 
Bank loan 
Dividends payable 
Accounts payable 
Amounts due to affiliated companies 
Accrued payroll and other expenses 
Advances received on contracts 
Income and other taxes 

Total Current Liabilities 


ferred Taxes on Income (Note 2) 


areholders’ Ownership: - 


Common stock, without nominal or par value 
2,000,000 shares authorized 
800,000 shares issued and fully paid 


Earned Surplus 


(2) (Cont'd) 


(3) 


(4) 


future periods in which the amounts claimed for depreciation and 
past service costs may be less than the amounts charged to 
operations. 


The estimated cost of funding the remaining past service pension 
obligations is $627,539, which has not been provided for. It is 
anticipated this cost will be completely funded in twenty-four years 
and will be charged in instalments against income annually. 


U.S. dollar balances at December 31, 1967 have been converted 
to Canadian dollars at an exchange rate of 8.1% for 1967 and 8.4% 
for 1966. 


Approved by the Board: WILLIAM G. MILLER, Director 
HENRY VALLE, Director 


ane 31 


$ 2,700,000 
120,000 
4,179,445 
1,136,670 
874,940 
1,337,832 
1,101,550 
$11,450,437 
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$ 4,800,000 
10,535,330 


$15,335,330 
$27,780,062 


December 31, 
1966 


$ 1,900,000 
120,000 
4,025,394 
410,424 
744,344 
1,294,173 
343,331 

$ 8,837,666 


ec 912,200 


$ 4,800,000 
9,905,034 


$14,705,034 


$24,454,900 
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Montreal Locomotive Works, Limited and its subsidiary companies 


Consolidated Statement of Source and Application of Funds 


for the year ended December 31, 1967 with 1966 figures for comparison 


1967 1966 
FUNDS WERE PROVIDED BY 
Net income for the year $ 1,110,296 $ 890,465 
Charges to income not involving cash outlays: 
Depreciation 587,182 616,982 
Increase in deferred taxes on income 82,095 169,100 
Decrease in deferred charges and other miscellaneous items 61,816 73,547 
$ 1,841,389 $ 1,750,094 
Excess of book value of subsidiary company 
over cost of shares acquired — 27,538 
Total funds provided $1,841,389 $ 1,777,632 
FUNDS WERE USED FOR 
Additions to plant and equipment — net $ 428,962 Se eA 19706 
Dividends on common stock 480,000 480,000 
Cost of net non-current assets of a subsidiary company acquired _— 789,913 
Total funds used $ 908,962 $ 1,689,619 
INCREASE IN WORKING CAPITAL FOR THE YEAR $932,427 $ 88,013 
WORKING CAPITAL AT BEGINNING OF YEAR 11,046,700 10,958,687 
WORKING CAPITAL AT END OF YEAR $11-979) 127 $11,046,700 


Auditors’ Report 


To the Shareholders of 
MONTREAL LOCOMOTIVE WORKS, LIMITED 


We have examined the consolidated balance sheet of Montreal Locomotive Works, Limited and its subsidiary companies 


as at December 31, 1967 and the consolidated statements of income, earned surplus and source and application of funds 
for the year then ended. Our examination was made in accordance with generally accepted auditing standards and accord- 
ingly included such tests of the accounting records and such other auditing procedures as we considered necessary in the 
circumstances. As to Worthington (Canada) Ltd. we were furnished with the report of other accountants on their examination 
of the financial statements of that subsidiary company for the year. 


In our opinion, based on our examination and the report of other accountants referred to above these consolidated financial 
statements present fairly the financial position of the companies as at December 31, 1967 and the results of their operations 
and the source and application of their funds for the year then ended,in accordance with generally accepted accounting prin- 
ciples applied on a basis consistent with that of the preceding year. 
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January 25, 1968 Auditors 


Five Year Financial Review 


1967 1966 1965 1964 1963 
OPERATIONS 
(Stated in thousands of dollars) 
Net billings to customers . $40,098 $30,923 $24,921 $28,479 $28,284 
New-order bookings 46,911 40,127 AEST! PA HTS 50815 
Unfilled order backlog SO 11 23,298 14,094 13,688 18,392 
Income before taxes 2322 1593 ip2 33 1,985 1eoyS 
Net income 1210 890 629 879 1,286") 
Dividends 480 480 480 420 420 
Number of employees 1,218 1,087 782 801 758 
FINANCIAL CONDITION 
(Stated in thousands of. dollars) 
Current assets $23,430 $19,884 $17,404 $14,822 $14,360 
Current liabilities 11,451 8,837 6,446 5,688 5,925 
Working capital 11,979 11,047 10,958 9,134 8,435 
Additions to plant and equipment 429 420 580 334 484 
Net plant and equipment 3,885 4,043 3,401 3,2/6 3,343 
Net Assets 15,535 14,705 14,267 12,318 11,859 
CAPITAL STOCK 
Number of shareholders 2,646 2,936 3,751 4,191 4,672 
Number of common shares 
outstanding 800,000 800,000 800,000 700,000 700,000 
Net income per common share $1.39 $114 SAS) $1.26 $1.84) 
Dividends per common share .60 .60 .60 .60 .60 
Net asset value per 
common are (ESRI 18.38 L753 17.60 16.94 
Return on net assets 7.2% 6.1% 4.4% LA% 10.8% 


(1) Prior to a reduction of income taxes, the net income was $718,000 or $1.03 per share. 
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MLW Serves These 


Transportation 

Diesel-electric locomotives 

Diesel engines 

Rapid transit, commuter and 
high speed interurban equipment 
Locomotive renewal parts 

Freight cars 

Factory rebuild services 

Steel tires 


Nuclear 

Steam Generators 
Feedwater Heaters 
Surface Condensers 


Petroleum Refining 

Heat Exchangers 

Reactors 

Reboilers 

Pumps 

Pressure vessels 

Condensers 

Valves and Controls 
Compressors 

Waste heat steam generators 


Chemical Processing 
Heat Exchangers 


se 


Markets 


Chemical Processing (cont'd) 
Reactors 

Pumps 

Valves and Controls 
Compressors 


Steel 

Blast furnaces and components 
Run-out tables 

Pumps 

Process lines, major components 
Special material handling equipment 


Pulp and Paper 
Machinery and equipment 
Pumps 


Marine 
Ship Propulsion Units complete 
Pumps 


Power 

Feedwater heaters 
Deaerators 

Evaporators 

Diesel generating units 
Pumps 

Surface Condensers 


Architect's sketch of West Windsor Sewage Treatment Plant forming part of the City of Windsor’s sewage treatment construction 


Power (cont'd) 

Valves and Controls 
Compressors 

Waste heat steam generators 


Inland Waterways 
Lock gates and machinery 
Welded steel pipe 


Air Conditioning, 
Refrigeration and Heating 
Pumps 

Valves and Controls 
Compressors 


Construction 
Pumps 
Compressors 


Municipalities 
Pumps 

Valves and Controls 
Compressors 


General 

Plate fabrication 
Machine work 
Weldments 


program, one of the largest undertaken in Ontario for some time. Worthington (Canada) Ltd. has been awarded the contract for 
all of the sewage pumping equipment involving 8 pumping units aggregating 2150 H.P. Consultants for the project are C. G. 


Russell Associates Limited of Windsor. 
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